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Summary

Executive Duectar Pickens presented this testimo-
ny to the Senate Budget and Fizcai Review Sub-
commitiee #1 of the California Legislaline on
March 9, 1987

Foellowing a general oveiview of the Goveinor's
Budget on page 1, AMr Pickens reviews specific
proposals for the segments and agencies of post-
secondar v education a= followsy

University of California Page 1
The Califorma State Universuty 1
California Community Colleges 1
Califormia Student Aid Commaszion 5

On pages 5-6. he lists fow prionities for considera-
tion by the Legizlature 1f it wishes to augment the
Governor's Budget for postsecondary education --
(1) Community College co=t-of-living allowances,
(2) Commumty College matriculation. (3) base
budgets of the Umiversity of Califorma and the
Califoima State Universily, and {(4) increasing the
maxunum size of Cal Granis to recognize tuition
increases at independent institulions

Finally, on pages 6-7, he dizcuszes three long-term
fizcal challenges facing postzecondar ¥ education in
the State -- {1) the need for change 1n Community
College finance and governance, (2) consideration
of independent colleges and umiversities in budgel
decisions. and (3) sources of funding fo capial out-
lay

Additioral copies of this teslimonv may be ob-
tawned {rom the Publications Office of the Commis-
gion  Further information about the tesiimony
may be obtained from Mr Pickens at the Califor-
ma Postsecondary Education Commission, Third
Floor, 1020 Tweltth Street, Sacramento, Califor nia
95814-3935
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OVERALL the Governot's Budget [o1 1957 38 pro-
vides a lean budgel al best for higher educatine 11
terms of support for cunzent operations  On the posg)

tive side, the budget tunds enrollment growth, -und-
salary nereases sufficient to mairtain Lniver-ity of
Californmia faculty salarnies near the averaze of then
comparison mnstitulions, and provides lunds for o
few new programs, such as a small amount lor ma-
triculation at the Community Colleges

On the other hand. substantial amounts of standard
costs in the budgets of the tour-year institutions are
not funded State University taculty salaries wall
fall below the average of thenr comparison msiitu-
tions the Community College cost-of-living adjust-
ment (CoL4a) 13 hall the dollar amount called for 1n
stalute. and the University and State Univeisity
suffer a further reduction of 1 percent to then budget
total to he allocated as they choose

Display 1 below shows the changes proposed fiom
the current year’s budszet 1n the Governor's Budgel.
for 1987-88, while Displays 2 thiough 3 on the fol-
lowing pages show these changes for Calidornias

Overview of the 1987-88 Governor’s Budget
for Postsecondary Education in California

segments nstitutions, and acencies of hicher edu-
cation

Student fees will mcrease hy 9 1 percent at the U'mi-
veraity of Califorma and by 10 0 percent at the Cali-
formia State University, m accordance with statu-
tory provisions Student financial aid 15 set aside o
oifset Lhis inerease for needy students

The total amount ol capital sutlay Munds for higher
education 15 the largest 1n recent hisim v, thanks o
passage of a 3400 mullion bond acl last November

Specific proposals of the
Governor's Budget for higher education

Unieersuty of Caltformia

¢ 321 3 mullion to provide up to a 3 peircent increase
in faculty and non-facutty <alaries. beginmung Janu-
ary 1, 1988 This level of funding will place faculty
salaries 1 percent above parity with the University's
comparison institutions This year, the University

DISPLAY ! Siatz Funds for the Support of Current Operations for Public Postsecondary Education,
Budgcted 1956-87 and Propo-ed 1987-58

Fund Source

State General Fund

Lotterv Funds

Other State Appropiiated Funds’
TOTAL, State Appropriated Funds

TOTAL, Stale General Fund Expenditur s
Special Funds
TOTAL, State Budget

Prumartily property tax rer enues for the Caommunity Colleges

1585-57 1957 58

Bi-deeted Prafuaeni Charge
S4.812.100 0400 £.1,969,000,000 +3 3%
95 875 000 114 729,000 +19 7%
259 400 000 994.910 000 +6 4%
55,166,975 000 S5.AT7.729.000 +3 8%
$30.683 900.000 $a1 263 600,000 +1 3%
f.514 500,000 B 665 500 000 +20 7%
$36.213,400 000 $37.929 100,000 4 T%

Note Colutans e this display and other displays may rotadd te L00% of the total due to rounding

Soulce Gorernor's Budget 1037-1958



DISPLAY 2

Source

1886-87 and Proposed 1987-88

Segment and Fund

University of California

General Fund

Capital Outlay Fund for Public Higher Education
Special Account for Capilal Outlay

Lotterv Funds

Other

TOTAL. Slale Appropriated Funds

Other Funds

TOTAL, Budgeted Progrars

The California State University

General 'und

Capilal Outlay Fund for Public Higher Education
Spectal Account for Capital Qutlay

Lottery Fund=

Olher

TOTAL, State Appropriated lunds

Other Funds

TOTAL, Progirams

California Communiiy Colleges-

General Fund

Capital Qutlay Fund fur Public Higher Education
Local Revenues-

Lottery Funds

TOTAL, State Appropiated Funds

Fees and Other Revenues

Other State Fundsz and Reimbu sements

TOTAL Revenues

19586 87
Budgeted

$1,783,315,000
12,110,000
1,056,000
$1,301,482,000
1,796.060,000
$3,597,542,000

$1,625,004,000
5,895,000
28,409,000
100,000
$1,660,308,000
130,576,000
$2,090,88.1,000

$1,20)3,200,000
557,000,000
55,205,000
$1,815,405,000
388,000,000
43,500,000
$2,246,905,000

1 [edernl furdsare not incinded tar the Califarma Community Celleges

1957-88
Frnpnsed

$1,859,287,000

15,081.0400
1,056,000
$1,875,424,000
1,906,975.000

—_= = -

$3,732,399,000

31,889 306.000
27,022 000
51.716 828,000
467,211,000

—_—

2,184 033,000

$1,221,100,000
602,300,000
72,115.000

$1 895,845,000
387,400,000
14,000,000

—_— = == - =

$2,207,215,000

2 Local tevenues consist of property tas ter erues, tadei al mireral payments, subs ertions and "acaidebt

For the Unversity of Califeriia and the Caiifo: nia Staze University  Governor s Budget 1937-1288

State Funds for the Support of Current Operations of the Public Segments, Budgeted

Change

+4 0%

+3 9%

+3 4%

+1 5%

+4 15

For the Caltformia Community Colleges The Lerslaus e Analyst s Anefyvas of the 1987-88 Gover nor's Budgei page 1214, Table 2



DISPLAY 3 Funds for Capital Ontlay for the Publie Secmente of Higher Education, Budgeted

1986-87 and Proposed 1937-88

Segment and Fund

University of California
Capital Qutlav Fund for Public Highe: Education
High Technology Education Revenue Bond Fund
Higher Education Boud Act of 1966
Public Bullding Canstiuction Fund
Higher Education Capital Qutlay Bond Fund
Federal Funds
{Othe: (Nenslalel Funds
TOTAL

The Calitornia State University
Camtal Outlay Fund for Public Higher Educaiion
High Technology Education Revenue Bond Fund
State Construction Program Fund
Public Building Construction Fund
Higher Education Capilal Outlay Bond Fund
Otker (Nonstate) Funds
TOTAL

California Community Colleges
Capital Qutlay Fund for Public Higher Education
Higher Education Capital Outlay Bond Fund
Publie Buiiding Constiuchion Fund
District Matching Funds
All Other Funds
TOTAL

Source Gaveruar g Budget 19571238

1986-87
Budzaied

$3,519,000
72,727,000
200,000

86,375,000

288,449,000
$451,270,000

$22, 147,000
43,801,000
455,000
1,870,001
78,430,000
10,662,000
$187,365,000

$6,515,000
32,731,000

1987-58
Prapasad

356 979,000
31 563,000
a1 000,000

500,000

E1410 042,004

$b.793,000
T3 000,000
12,670,000
21 463,001

3

DISPLAY 4 Segmenial Capital Quilay Requests and the Armounis Included n the Governor's

1937-88 Budget iState Funds Only)

Amsunt Requested

Seamenr iDuellars in 10=)
University of Califorma 3170.995
The Califorma State Umiversily 137 753
Calitmma Community Colleges 65,168
TOTAL STATE FUNDS $376.410

Source (Goverror's Budget 1967-1988

Amaunt locdirded -1 the
Go ernor's Bedeet
(Dulles i 00z}
$139,542

108,793

49,637

$297.972

Pereert nf Request

[naded 1 the

Grveraor ~ Budget

31 6%
7890
750

79 2%



has mamtamed a 3 B percent "margin ot excellence”
above 1ts comparizons instilubiens  The budget a'se
includes funds to provide non-academic employees
wilh the same salar v increa=e as State employees

o $14 7 million and 343 positions for increased en-
1ollment of 2,658 full-time-equavalent undergradu-
ate students above the 1986-87 budzeted level. pius
298 graduate students primarily in the sciences

o %10 mullion for affitmative action programs Ln
cluding graduate outieach, academic supporl ser
vices, fellewships, 1esearch assislanceships and pre-
tenure faculty development

e 39 3 million to conrinue the development of a pro-
g1am of 1esearch, graduate enrollment of 48 stu-
dents, and study abivad specdically 1n the Pacific
Riumn countr les

¢ 310 milion, to be matched by Unnversitv funds
for instiumentation and operation of the Keck Ob-
servatory

+ $3 0 million to continue the phased reduction 1n
the University's deferred maintenance bachlag, plus
$5 3 mullion for mainiename of newlv constructed
facilities

¢ 5140 0 milhion for University capital outlay prog-
ectz, tncluding $51 milhion from Lthe General Obliza
tion Bond approved by the volers in November 1986,
§73 mullion from the sale of 1evenue bonds and S16
million of revenue bonds for improvenents for the
University's teaching hospitals

The California State Unrverzity

¢ 319 9 millon to 1ncrease taculty and non-faculty
salares by 3 percent elfective January 1, 1988, plue
$7 0 malhion for faculivy merit szlary adjustments
and $3 8 million for benefits equivalen: to those pro-
vided for other State emplovees

¢ $17 8 mullion and 534 addilional positions to pro-
vide fo1 an enrollment inerease of 5,995 students
over the 1986-37 budget level

¢ $6 6 mullion 15 provided to maintain esisting pro
grams and services, as a result of the State Univer-
=1ty’s hudget for mulas

s $2 milhon for deferted mairtenance

e $25 mullion for additional hbrary volumes, in-
structional supphes and se1vices

o $108 8 million of State funds loi capital outlay
ineluding $73 millien fiom the Highe: Education
Capital Outlay General Obligation Bond 'und and
$35 8 nulhion fiom the Public Buildings Construe-
11on Revenue Bond Fund

California Communily Colleges

¢ $26 1 million for appurtionments and equaliza-
tion, providing for a 2 7 percent cost-of-lrng adjust-
ment beginning January 1. 1988 -- ot one-half of the
total indicated 1n statute

e 322 B million for ADA growth (1 9 percent)

e $7 3 mullion and 3 8 positions for a pregram of as-
seszment, counsehing placement, and follow-up
known az "matriculation,” and for new 1nitiatives in
transfer education and aiticulation arnd academie
stardards and basie thills (The money for mairwen-
lation has a 50/50 matching requnement for the
local districts)

e $13 3 mllion wn financal aid funds s continued
for fee waivers to1 students who eannot alford the
Community College student {ee

+ 81 0 million fo1 assessment and academic zupport
gervices for learming disabled students

e $12 7 million for deferred mamntenance and spe-
cial repants and $12 mulhior 7w ivh a 75/23 mateh re-
quired) for the replacement of obsolete nstructional
equipment

e 349 6 milhon {or the Community Colleges capital
outlav program, mcluding $31 6 milion from the
General Obligation Bond Fund and $18 million from
the Public Buildings Construction Revenue Fund

» Propesed continuation through June 31, 1988 of
the statutes concerming the financing of Community
College apportionments and student fees thal othe:
wise become inopetative on July 1, 1937 and Janu-
ary 1.1988, 1ezpectively



DISPLAY 5
1256-87 and Propused [987-88

Segment and Fund

Hastings College of the Law
Geneial Fund
Lottery Funds
TOTAL

California Maritime Academy
General Funda
Lottery Funds
TOTAL

California Student Aid Commission
General Fund
Federal Trust Funds
Guaranteed Loan Reserve
TOTAL

Commussion for the Review
of the Master Plan foi Higher Education
General Fund

California Postsecondary Education Commission

General Fund
Federal Trust Funds
TOTAL

Snutce (overngr's Budpet 1957-1838

Califormia Student Awd Compussion

* $3 3 mullion, or a 5 peicent :ncrease for the Com-
musswon’s Cal Granl programs, moviding funds for
the same number of new awaid recipients as in
1986-87 and an overall 5 percent increase wn the
number of students renewing therr awards (No
funding 1s provided fr an wnerease 1n the maximum
award )

» Funding for the reramming grant programs will
decrease by appoximately 2 pereent 1n 198788, due
to the phasing out of the Bilingual Teacher Grant

State Funds for Other Institutions ond Agencies of Postsecondary Education, Budgeted

1966 87 1987-8b
Brdeeted Pianssed {_hange
311 808,000 $11 475,000 -2 83%
121.000 151,000
511 929 00 $11.626,000 -2 65%
$6 011,000 56 053,000 +0 8%
3N.000 30,000
#6 041,000 56 083,000 +0 89%
$113,304,000 $125,066,000 +4 82%
157 462,000 160,v25.000
40,446,000 33,185,000
$357 212,000 $318,976,000 10 81%
568,000 -
23,901,000 54,281 000G -16 41%
1,216,000 1174,000
83,117,000 84.435 000 -13 33%

program, pet legielative and admimstration agree-
ment last year

s $750,000 for work study grants to 1,500 <tudents
on 15 campuses

Piiorities for additional funds

Ifthe Legislature wishes to augment the Governo’s
Budget, Commuszion staff 1ecommends that the fol-
lowing be considered highesl priority



« Funding sufficiert to bring the Community Col-
lege cost-of-living allowance (COLA) up to 2 7 per-
cent for the full year, per the statutory funding
formula,

s An expansion of the §7 0 millhwon provided to the
Communily Colleges for theu matiiculation pre-
gram,

+ Funds to 1estore the base budgets of the Urni-
versity of California and the Cahiforma State Uni-
versity because of hmiled price increases and de-
nial of mernit salaryv adjustments to non-academic
emplovees, o1 the 1 percent unaltlocated redurtion,

¢ Funds 1o raize the mavimum Cal Grant to recog-
nize tuition 1ncreases at independent institutions

Long-term fiscal challenges
tor postsecondary educabion

The California Postsecondary Education Commus-
s1on was established i part to provide a long-term
view of the academie, progiram, ard fiscal 13cues that
the State wall face, not jusi for the comung year, but
for the next decade In thal role, we would 1dentuty
the following as imporiant among the fiseal chal-
lenges that legizlators will face 1in higher education
{as distinct fiom peneral constiaints, such as the
Gann Limait)

The need for change
i Community College finance and governunce

The Community Colleges have become a fragmented
colleciion of institutions, some mdividually guite
aood and effective, bul ftustrated by then almost
{otal dependence on the Siate for financing Thisisa
systemn fundamentally at odds with itself  Its rev-
enues are genelated by a 11:d State formula -- one
hased almost exclusively on emoilments and ad-
justed annually by factors that do not relate directly
to the revenue needs of the districce At the same
time most spending decisions are made by local
boards of trustees who receive funds aporopriated
thiough a budget process where the speafic conge-
quences of funding levels are not apparent to Siale
otficials

This spending tlexibility leads to many diverse prac-
tices among Lthe colleges that frequently raise ques-

6

11ons among State officials who appropriate the
funds Trustees and administiatorg airgue Lthat flex-
bility 12 no favor, however  when the wotal amount of
funds are continually insufticient amnd theyx have to
assume responsibilily for collective bargaimng. for
decisions over freezing salaries, laying off faculty m
statf, or not repairing equipment When district offi-
c1als becorme unwilling or unable to do these things
and disiriels are on the veige of insolvency, the prob-
lem mvainably comes to Sacramento, bub the Chan-
cellery has plaved no role i the tesowce alloeation
decisions

[t would appear 1o everyone's interest fo1 the State
to develop policies for the Cemmunity Colleges
whete their diversity 15 1ecogmzed, then toles and
ggvernance tesponsihilities are clavified, and theu
accountahlity 15 1dentified cleatly where apporiion-
ments more closely reflect the 1esource needs of col-
leges, and where mereases relate moie clearly to the
fiscal needs of the colleges in the budget vear

Consuderation of independent colleges
and unweersities in budgef decizions

Califoimia’s 1independent colleges and universities
aie a valuable educational resource. and it 15 1mpot -
tant for this sector to remain viable and attiactive
For esample, independent 1nstitutions are second
only to the State University n teacher education
and enroll twice as many graduate students as the
University of California

The Cal Grant program 1s the most direct budgetary
means whe: e the State influences these wstitutions,
but the level of siudent fees in public four-vear 1n-
stitutigns, proposals for new campuses or off-campus
centers, and the expansion of graduate entollments
are also part of the budget process that have 1m-
portant covrsequences for independert colleges and
universiiles
Siate to include these nstitutions within its plan-
ning for hisher edueation and w corsider the con-
zsequences of legislative action on then programs and
sludents

Over the vears 1t :s unportant for the

Caprial Quflay

The Governor g Budget [or 1987-88 proposes a total
of $293 0 mulhien for camtal outlay 1n the three
public segments This 15 the largest in many veais,
but the four-year segments have stated that their fu-



ture nerds requiie appropriations of this magnitude
{or at leasl five yeais

» [n 1953, the Unmiversity of Califormia estimated
that 1ts neecds over the next ten vears would be
$1 6 billion for core academic facilities plus $900
million to keep exasting facilities functional.

# The Slate Umiversity estimates 1i= needs at
$688 8 mullion thriugh 1991-92_ and

o The Community Colleges estimate that $50 mil-
lion per vear will be zulficient through 19938

These needs ai1e deter mined hy requirements tor (a)
renewal. replacement and renoy aton of many facil-
1ties which are 25 or more vears old (bi expansion to
meel increa=ing nuwmbers of students, and {et new

lands of facihifies to aceommodate new 1egearch and
teaching technolagy

Even assuming these estimates a1e on the high side,
Califorma will have to find funding sources for cam-
{al putlav beyond the traditional ones of tidelands o1l
1evenues ithe COPHEC Fund) and sometimes the Gen-
eral Fund. the lattet constrained by the Gann Linmat
"High Tech Revenue Bond Funds,” as they are call-
ed, have been an 1mportant sowrce for the four-yea:
institutions, but thenr debl service payments are
subject to the Gann Limat

Since the $400 million approved by the volers m
1984 has been fully committed by the 1937-38 Gos-
ernol s Budget, 1t appears that additinnal general
obhigation bond 1nil1atives represent the only realis-
t1c publie souice for capial cutlav revenues 1n tke
neai future
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